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SECTION 1. SUIRIARY OF TRE' DS AMD D:VeLOPMEITS

British airline corporations are mesting iucreased foreign
competition due to their present inefficient flost of aircraft. The
UK, therafore, may be tempted, in current nesotictions with Egypt and .
Indie, to compromise the liberal, unrestrictive aviation policy follow=
ed to date in favor of less competitive operating conditions. This
would establish & precedent and strengthen the Arab League States in
their determination to restrict foreign air operations through
their territory. (Item FRo. 1)

\// 4 Brazilien~Swiss bilateral civil aviation agreecment wmes

signed at Bern on 10 August. Under the ajreement, the two nations
exchenge all commercial landing and transit rights for their
respective territories in accordonce with the standard proviaions
advocated by the US and UK since 1946. (Item No, 2) :

Isrool has recently lost the importent sir services of all
European airlines routed through Egypt ineluding the Dutch KL and
British Cyprus Airways., These airlinos have been foreed, by an
Egyptian proclamation, to choose between a stop at Haifa and stops

- at the traffic genorating cities of Cairo and Alexendris. Igrael
i8 now entirely dependent for air services upon Czechoslovak Air-
lines and the Italien Airlire SISA. That Israel at this eritical
Juncture 1s entirsly dependent for scheduled air services on
Comnmnist and suapect airlines is of considerable politiecal
significance. (Item No. 3) '
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. Fronch menchant marine plens provide for raemrét.ion of
the flcet to 1939 lewsla by 1951, The floot will, Yowsver, bs
composetl of larger, faster vessels than bafore, a.nd tankars
will constitute & greater proportion of tho fleet than in 1939,
Plans bgyord 1951 tiny be affested by possible shartages of ateel
for domeatdie econstruction and foreign exchangs for vestel par-

. chases abrond, {Ttam No. 4)

... Strong mespuves against reporiedly commmist or "leﬁiat“ /
. . inapi.reﬂ egiﬁation kave been taken by the govemments of
. Boliviz and Peru. (Item No. 5)

} , Tha UK has reacted eharply to the impending contracts for
ship construction in Japarnass éhipyards. The British fool
" - that. such aotivity is .a threat to their own shipyerds, (Item Ho. 6)
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- accordance with the standard provisions advooated by the U3 and UK since S

" Haifa and stops at the traffic generating clities of Cairo and Alexandria,
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SECTION 1I. CORRINT DEVELOPMERTS

CLVIL AVIATIOYN

20X1

Contimied Eritioh adhorence to the foint US-UK avietion polic £0 r'mize |
lated e bBarmi ement of 194 8 n the UK's ourren
coxmeroial air negotiagona ith indin and BEgypt. Thie policy has been
strictly observed by both countries in air egreemonts with other States and
thus hes drought obout wido acceptance of liberal principles concerning
trangit and traffic rights. While it is bolieved that overn-all politieal
censideratione will influence the UR in favor of continued adherence to the
policies upheld by the US, the British airline corporations are finding it
inoreasingly difficult to meet growing foreign oompotition with their
present insefficient flest of aircraft, and the UK, therefore, may be
tempted to eompronise the liberal aviation pelicy followed to date in
favor of less compotitive operating conditions. Any evidence of a wesken-
ing of British poliocy would be watched closely by those scountriee due '
ghortly to nsgotiate eir agreements with Indie and Egypt, while a British
settlomsnt along restriotive lines would definitely ostablish a precedent
and encourage the other Arab League Statos in their determination to
restrict foroign air operations through their territory.

A Brazjlian-Swiss bilatersl ocivil aviatios a eement was signed et
Bern.un 10 August. Under the agreement, the two nations oxchange all
commercial lending end tremsit righte for thoir respective torritories in

1846, - Tho conoclusion of this type of agroegent partially dispels U3 cogpe
cern over the possible defoction of Brazil from US civil aviation leador=
sbip. (Thiz possidility arcse from the conclusion of & restrictive Brasi-
lien~Argentine agreement in June, Ses Transportation Group Weekly Summe.ry
No, 16, 16 Juns.) In view of Brezil's mmticlpated conclusion inm the near
future of bilateral agresments with Italy and Spain, the Brazilian attitude

- will continue to be of importance to US aviation interosts.

The State aof Israel is .no lon or served by any airline moking stoneg
in E .. Seve carricre, including the 1% en it yprug !
rways, were forced by sn Egyptian proclamation to choose betimosn a stop at

As 8 result, the only scheduled airlines still £lying %o Israel are
Czechoslovalk Airlines (CSA) and the Italien Airiine SISA. It is @ matter
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Growing roil strife in Bolivia cnd Peru roflcobs the increasing
political instability 1a thoss countrics. IHolivia has rovealed concern
over those trends by plaeting the Bolivian portion of the Arica~la Paz
rallway under military diroction. Similarly, Feru has docrecd governmentnl
manegemont of the Central Reilroad until aservicos csn be roesstablished on
B normal basis, ' )

Tho railwmy synteos of these sovntries provide ¢ naturael ond remuncrge
tive faothold for "leftist” ond Commnist~controlled groups due to the

" political instsbility of the large mumber of laborors living under cGube

sterdard conditions end the immsdiatc ceoncmic consequenced of a dim

tion in normal rail scrvices. Evidonce eotually indicates that ouch
Eroups, in both comntrios, are commestod with the current widespread agita-
tion, ' .

The UK has rcocted sherply to the impending contracts under which
Japanage shipyards 1 be allowed to construct merchant ships for foreign
docount. While few oontracts have actually been signed, it is expacted
that oonstruction of at lesdt fifteen cargo vessels ranging from 5,000 t»
18,000 tons dendwelight will cdmmence shortly. The Supremoe Commend Allies
Pecific (SCAP) desires to s%imulate the onee flourishing Japanese ship-
yards and thun promote the eontrolled recovery of Japan. SCAP furpther -
balioves that the migration of current shipyard lahorerg.to other industries
rmuat be stopped by putting them to work in the industry wnick they con make
the meximinm contribution to recovery. .

While tho UE ooncedos the desirability of allowing Jepen to build
sufficient tonnege for Gomestic needs, it contends that to allow more
construction wiil afford Jepen an opportunity to regein its prewar position
83 a major competitor of the UK inthe Pecific meritime trade, A leading
British shipbuilder rcoently exprossoed thé views of the Britigh industry by
asserting that it would bs a "sorry day" Car the British shipbuilding
industry vhen Japan resumes merchant ship construction,

Any resurgence of Japanese shipping activity wmuld nlaq cortainly
encounter strang Chinese opposition, both on strategio and economic grounds,
Chinesé merchent mrine operators have thair sights set on £illing part of
the weuum ereoated by the disappoarance of Japanese 3 hipping in the Pacific.

The opposition of the UK to Japanese shipbuilding is not shered by

those Western European nations that are struggling to regain their prewar
merchant fleots. France, Fotway, Derrmark, and Sweden, as well ag US
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operatorti, are negotiating for construction in Jepanese yerds., Tha W .
3 . este

_ m’;;opoan_roasoni.ng oppoarg to be that tho coonomie edvantagos to them of =
. ) aini.ng Connage within the nesr future cutwolgh the theorotical dangor
in tho loag-range cocsmic or stratogic build-up of Jopen, : :
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